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Public Service Commission
211 Sower Boulevard
Frankfort, KY 40602

RE: Joint Application of E.ON' AG, Powergen ple, LG&E Energy Corp,
Louisville Gas and Electric Company, and Kentucky Utilities Company For
Approval of An Acquisitivn, Case Nu. 200%-104
Our File No. 1/231 : .

Dear. Wr. Dorman:

Please find enclosed and accept for filing the original and ten copies of the Joint
Application of E.ON AG, Powergen plc, LG&E Energy Corp., Louisville Gas and Electric
Company and Kentucky Utilities Company for approval of an acquisition. Please confirm your
reveipl ol this [iliug by placing Uic stap of your office with the date reccived on the cnelosed
additional copy of this filing and return it 0 me in the seif-addressed stamped envelope.

The Joint Applicants request the Commission to issue an order scheduling an informal
conlerence vu Tuesday, May 21, 2001 at 3:30 am. at the offices of the Cornmiaaion in Frankfort,
Kentucky for the purpose of allowing representatives of the Joint Applicants to' make a
presentation of the proposed transaction and answer any questions concerning the same.

3liwuld you liave auy guestions concerning the cnclosed, please contact me at your
convenience.
Yours very truly,

LA P
endrick R, Riggs

KRR/ ud
Enclosures

oo Adl Parties of Record in Case No. 2000-095
21906701 '
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COMMONWEALTH OF KENTUCKY COMMISSICN

BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:

JOINT APPLICATION OF E.ON AG,
POWERGEN ple, LG&E ENERGY CORP.,
LOUISVILLE GAS AND ELECTRIC
CONPANY AND KENTUCKY UTILITIES
COMPANY FOR APPROVAL OF AN
ACQUISITION ’

CASE NO. 2001-104

R R el e e emd

JOINT 3?PLI§:ATION.

E.OUN AG ("E.ON7), Powergen plc (“Powergen™), LG&E Eulcrgy Curp. (“LG&E
Energy™), Louisville Gas and Electric Company (“LG&E”), and Kentucky Utilities Company
(KU (collectively referred to as “Applicanis™), by counsel, hereby petiﬁon the Cominissic;n
for approval, pursuant to KRS 278.020(4) and (5), of the acquisition and transfer of ownérship
and control of LG&E and KU by E.ON AG {“E.ON") or an B.OIV affiliate, all in accordance
with terms of the preconditional offer anmouncement wnder which E.ON will offer to acquire all
outstanding shares of Fowergen stock (the'- “Offer Announcement™}, a true copy of which is

attached as Appendix A to this Application.
1L Introduction.

1. The Boards of Duectors of E.ON and Powergen have agreed upon the terms of a
recommended cash offer 1o be made Eill‘ough .Goidman Sachs Internaiional vn b.uhalf o[ E.ON [ur

all of the issued and to be issued share capital of Powergen. The cash offer will be made in



accordance with the terms and conditions of the Offer Announcement. Under the terms of the
Offer Announcement, E.ON will pay £7.65 (approximately $11.00) for each outstanding.
Powergen share and £30‘60. (approximately $44.00) for each outstanding Powergen American
Depository Receipt t“ADR”) (Tepresenting four f’cwergen shares). Upon completion of the
transaction set out in the Offer Announcement, Powergen will become a wholly-owned
subsidiary of E.ON. Following the consﬁmmation of the proposed transaction, LG&E Energy,
LG&E and KU will also survive the acquisition, and each will retain ifs separate existence.
Immediately after the consummation of the proposed acquisition, E.ON e\(pects to make LG&E
Energy a subsidiary of EON orof a Us mtermedlate holdmg company, 100% owned and fully
confrolled by E.ON. LG&E and KU will remain directly-owned first-tier subsidiaries of LG&E
Energy together w-ith LG&E Capitél Corp., LG&E Energy Markéting, Inc., LG&E Energy
Services, Inc. and the LG&E Energy Foundation, Inc. There will be no change in the corporate
structure of LG&E Energy, or of LG&E or KU. E.ON will own Powergen as a subsidiary either
- directly or via wholly-owned intermediate companies. This will proﬁide' a clear corporate
structure to take into account international tax requirements as well as to provide Powergen with
the regulatofy status of .Foreign Utility Company (“FUCO”) under the Public Utility Holding
Company Act of 1935 (“PUHCA™).

11 Applicants.

2. | E.ON is an Aktiengesellschaft, formed under the laws of the Federal Republic of
Gennany.i An Aktiengeseilschaft under German law corresponds to a U.S. stock corporation.
"E.ON’s shares are traded on all German stock exchanges, the Swiss Stock Exchange, and as
ADRs on the New York Stock Exchange. As of year end 2000, E.ON is Germany’s thurd largest

industrial group and employs over 180,000 peaple. Its current market capitalization amounts to



e ——

approximately  39.5 billion '(approxhna‘;ely $35.7 bullon as of April 6, 2001). E.ON was
created througﬁ the merger of VEBA AG and VIAG AG in June 2000, at the time Germany’s
largest corporate merger. Thmué;h its wholly-owned subsidiary, E.ON Energie, E,ON supplies
roﬁghly one-third of Germany’s ¢lectricity. E.QN, including its minority shareholdir;gs,.alsé :
supplies over 30% of Ge:many’_é natural gas. E.ON has stakes in emergy utilities and co-
operations in Sweden, Switzerland, The Netherlands, Italy, Poland, Russia, Latvia, Hungary,

Aunstria, and the Czech Republic, and its transmission gnd strefches from Scandinavia to the

Alps. E.ON’s total attnibutable generation capactty at year end 2000 is approximately 29,000

megawatis and is balanced between coal, lignite, gas, nuclear energy and CHP/renewables.

E.ON is .cun'ently the fourth largest electricity provider in the world, ranked by electricity

' sales volume {pro forma 2000). Including its minority shareholdings, E.ON supplies electricity

and ﬁatur_al gas to approximately 25 million residential and business customers.

Charts showing E,ON’S curreﬁt corporate structure and E.ON’s corporate structure as it
would exist after the proposed acqujsifion and after the anticipated reorganization are attached as
Appendix B to this Application.

E.ON’s mailing address is B.ehnigsenplatz 1, 40474 Disseldorf, Federal Republic of
Germany. E.ON’s Articles of Incorporation and By-Laws are aftached as. Appegd_ix C to this
Application.

3. Powergen is 2 public. limited company formed under the laws of England and
Wales. Powergen’s ﬁrdinary shares are traded on the London Stock Exchange and its ADRs are
listed on the New York Stock Exchange. P,oﬁergen is a l}old'mg company that w'as formed in
1998 following a corporate recrganization that made Powergen UK plc (“Powergen UK™) a

subsidiary of Powergen, the main operating subsidiary of the group. Powergen is one of the



world’s major independent power businesses and, through Powergen UK, has become one of the
United Kingdom's leading integrated electrictty and gas companies. Powergen UK was created
as a result of the privatization and restructuring of the electrieity industry in England and Wales
in 1990. By Order dated May 15, 2000, in Case No. 2000-095, the Commission gave its
approval to the acquisition of LG&E Energy by Powergen, and found that neither Powergen,
LG&E Energy, nor any intermediate company between them, would be a ufility as defined in
KRS 27.8.010(3). The record in Case No. 2000-095 is on file with the Commission and is
incorporated by reference in this Application. On December 11, 2000, Powergen’s acquiéition of
LG&E Energy was consummated, and Powergen became the indirect parent of LG&E and KU,
As a result of the acquisition, Powergen and all intermediate utility ﬁolding coﬁlpanies between
Powergen and LG&E Energy were requifed to be registered as holding compaﬁies under
.PUHCA. These intermediate companies consist of Powergen US Holdings Lir-nited and
Powergen US Investments Limited, corporatidns organized uﬁder the laws of England and
Wales, Powergen Luxembourg sarl, Powergen Luxembourg Holdings sarl, and Luxembourg
Investments sarl, corporations organized under the laws of Luxembourg, Powergen USA
Partnership, ‘a Delaware partnership, and Powergen US Investments Corp., a Delaware
corporation. -

A chart showing Powergen’s current corﬁorate siructure is atfached as Appendix D to this
Application.

The mailing address of Powergen is 53 New Broad Strest, London EC2M 1SL England.
Powergen’s Articles of Association and Memorandum of Association are attached as Appendix

E to this Application..



4. LG&E Energy is a corporation organized pursuant to Kentucky law, and is a
wholly-owed subsidiary of Powergen. By Order dated May 25, 1990, in Case No. §9-374, the
Commission approved the reorganization of LG&E as a regulated subsidiary of LG&E E-nefgy,
and determined that LG&E Energy 1s not a public utility as defined by KRS 278.010(3). The
record in that case is on file with the Commission and is incmpc:rated. by reference hersin. In
C-ase No. 97-300, the Commission approved the merger of KU’s then-parent company with an&
into LG&E Energy With LG&E Energy being the surviving company. As a result of that merger,

KU joined LG&E as a subsidiary of LG&E Energy. In Case No.l 97—30'0, the Commussion again - |
determined that LG&E Energy is not a public ﬁtility as defined in KRS 278.010. The record in
Case No. 97-300 is. on file \%/ith the Commission and is incorporated by reference herein. As
previously noted, in Case No. 2000-095, the Coﬁﬁnission approved the merger of LG&E Energy
into a subsidiary of Powergen, with LG&E Energy being the surviving company. In Case No.
2000-0935, the .Commission once again determined that LG&E Energy is not a public utility as
defined by KRS 278.010. | |
5. A chart showing LG&E Energy’s corporate structure is attached as Appeﬂdix Fto
this Applicatlion. |
6. LG&E Energy’s Ppst Office address is 220 West Main Street, Louisville,
Kentucky 40202, LG&E Energy’s Articles of Incorporation are attached as Appendix G to this
Application. |
7. LG&E is a Kentucky corporation with the same post office address as LG&E
Energy and 15 a wholly—owned subsidiary of LG&E Energy. LG&E 1s a utility as defined by
KRS 278.010(3){a) and (1), p-rovides retail electric service to approximately 360,.000 customers -

and retail gas service to approximately 290,000 customers in 17 counties in Kentucky, and is



subject to this Commission’s jurisdiction as to retail rates and service. LG&E’s Articles of
Incorporation are attached as Appendix H to this Application.

8. KU is a corporation organized pursuant to Kentucky and Virginia law. KU is a
| utility as defined by KRS 278.010(3)(a) and provides retail electric service to approximately
478,000 customers in 77 counties in Kentucky and five coun!;ies in southwest Virginia, and is
éubj ect to this Commission’s jurisdié‘tion as to its retail rates and service in Kentucky., KU’s post

office address is One Quality Street, Lexington, Kentucky 40507, KU's Articles of
| Incorporation are attached as Appendix I to this Application. Attached as Appendix J to this
. Application are maps showing the service territories and systems of both LG&E and KU.

III.  E.ON has the Financial Ability to Provide Reasonable Service Following the
Acquisition. _ : '

9. Following the acquisit_ioﬁ, E.ON will have the financial ability_t;a provide
reasonable service, E.ON has resources and bank facilites m place to Ilnanf:e_ the acquisition of
Powergen. FE.ON intends to dispose of certain non-utility assets in order fo meet the
requirements of PUHCA, thus providing additional resources. Powergen, LU&L Energy or any
LG&E Energy’s subsidiaries, inclu.d_ingl LG&E and KU, will not incur any additional
indebtedness or 1ssue any sécurities o finance any part of the pufcliase price paid by E.ON for
Powergen stock, Following the acquisition, LG&E and KU will continne to maintain their
balanced capital structure. E.ON will have avalable resources of up '.to 50 billion
{approximately $45 billion as of April 6, 200_1) with which to continue to pursue its strateéic
goals. |

LG&E and KU also will benefit from E.ON’s substantial financial strength and access to
financial markets. If, for any reaéon, neither E.ON nor Powergen 1s able to provide needed

capital, both LG&E and KU will have the ability in the future to seek alternative funding subject



to any necessary regulatory approval. No cross-guarantees of dsbt will be in place between
LG&E or KU and any affiliate of 5.0N. LG&E and KU will provide financing for E.ON’s
..ilmfel:stment only through paymerit of dividends from shareholder-owned funds and will not
guarantee the credit of. any affiliates without Commissioﬁ approval. Powergen, LG&E Energy,
or any of LG&E’s subsidiaries, including LG&E and KU, will not borrow or issue any security,
~ incur any debt or pledge any asséts to finance any part of thé'purchase price paid for Powergen |
shares. E.ON represents and agrees that the cost of the purchase of Powergen shares shall be
gxcluded from the cost of service and rates of LG&E and KU.

IV. FE.ON Has The Techpical and Managerial Ability To Provide Reasonable Service
Foltowing The Acquisition. '

10.  E.ON currently is the fourth 1argest electne utihty in the world by electricity sales
volume (pro forma 2000). E.ON supplies one-third of Germany’s elec.trlcity requirements, has
interests in energy ﬁtilities and co-operations in Sweden, Switzerland, The Netherlands, ltaly,
Poland, Russia, Latvi#, Hungary, Austria, and the Czeéh Republic and its transmission grid
stretches from Scandinavia to the Alps. E.ON’s natural gas operatton, mcluding minority
shareholdings, supi;lies almost one-third of the Geﬁnan market.

11. Because of the range of nations a_md economies in which E.QN has operathons, it
has developed the technical and managerial experfise to deal with a wide vaﬁety of regulatory
and economic environments. In Germany, E.ON operates now in a fully hberabized power
market and has successfully changed its corporate structure and managerial ﬁbilities according to
the nesds of a comp.etiti\ke environment. E.ON, through tfs predecessor companies, VEBA and
VIAG, brings over 75 .years of experience in the utility busiﬁess, | It has developed expertise and
experience in operating regulated and unregulated energy companies in competitive markets.

Most recently, E.ON has been operating as an energy utility in a deregulated environment in



~ Germany. This experience will prove valuable now, as well as, during future periods of
regulatory changes.

12. De#échping innovative and environmentally fnendly technologies 1s 2 toﬁ pﬁority_'
for E.ON. E.ON continues to update its power station techmelogy, including improving
materials, c-aptimizing operation;, and developing new methods and processes for coal-based
generation such as circulating pressurized fluidized bed technology. E.ON is active in applying '
the-latest advances in power stdragg and distribution technology, including hi.gh temperatlura
supercouductoré, new switching coinponents and improved batteries. E.ON is developing and °
using renewables such as wind, biomass ana solar energy, as well as, innovations. like micro-

- energy technology such as fuel cells.

12.  E.ON attaches great importance to the skills and expenence of the existing
management a;nd employees of Powergen and its subsidiaries, including LG&E Energy, LG&E
and KU. Upon completidn of the acquisition, Powergen will operate as a separate subsidiary of
E.ON. Powergen’s management team will be responsible fbr the development and Qpératibn of
E.ON’s AnglmAﬁerican ENeTrZy b.usiness under consideration of E.ON’s overall group étrateg'y.
The post-acquisition management of LG&E Energy, LG&E and KU is expected to include the
existing management of all three entities. Moreover, LG&E and KU will continue to opera;te
through .regional offices and existingl systems with local service personnel and field crews
available to respond to customers’ needs.

LG&E and KU will contiﬁue to enjoy the technical and manageﬂal-abilities that resulted
from the merger of LG&E Energy with Powergen, further strengthened by the additional
technical and management expertise of E.lON. Their managers and employses will continue 10

-benefit from exposure to a worldwide utility enfity with a more prominent international position.



LG&E and KU will benefit from E.ON's expertise and will continue to benefit from an
. association with Powergen. Both compames have gained experience and axﬁertise in their
competitive marketplaces. Neitht:-r LG&E nor KU will serve as an ernplbyer of last resort for
employees, assels or produqts associated with falled or troﬁbled non-utility affiliate ventures of
Powergen, LG&E Energy or EON. As a result of the acquisition, the management of LG&E
and KU stand to be further strengthened and willlnot suffer a diversion of valuable resources.

V. The Acquisition and Trawsfer of OWHETShlp and Control Will Be Made in
Accordance with Law.

14. ‘L'he acquisition and transfer of ownership and control will be consurnmated in
accordance wifh all applicable U.S. and foreign laws and will be implemented in accﬁrdance
with the U K. City Code on Takeovers and Mergers. .

The proposed acquisition of Powergeﬁ may be effected in one of two ways: by a takeover
offer or by a court—supervised scheme of arrangement pur'suam 10 Section 443 of the UK
Companies Act 1985, In a takeover offer, E.ON would need to obtain acceptances of at 1east-
9% of the Powergen shares outstanding {including shares already heid by Fowergen) or such
lesser percentage aé E.ON Im-ay decide as long as it is above 50%. There is also a procedure for
exercise of compulsory acquisition where a minority of shargholders. have ﬁc;t accepted the
takeover offer. This procedure becomes exércisable when E.ON has acquired at least 30% of the
Powergen shal;es 1t does not hold on the date the offer is made. E.ON would serve the
compulsory acquisition notices on shareholders who had not accepted the (;-ffer immediately up
on Teaching the Y0% level and, sﬁbject to the rights of dissenting shareholders (who may seek
.relief from the court upon application), completion of the acquisition of those shares would take . .
place about s1x weeks {ater. Dné condition of the pre-conditional offer is that E.QIN receive

acceptances of not less than 90% of shareholders or such lesser percentage as E.ON may decide



provided that this condition will not be satisfied unless E.ON has acquired or agreed to acquire at
least 50% éf tahr:: voting rights then exercisable at a general mesting of Powergen.

Powergen and E.ON have agreed that E.ON may, with the consent of Plowergen,
implement the acquisition by way of a court—sanctibned scheme of arrangement under Section
425 of the UK Companies Act 1985, and that Powergen will not withhold its conséu_t to
proceeding by way of scheme unless it believes that a scheme will result in material delay in the
- context of the transaction. In a.'court-supervised scheme of arrangement, Powergeﬁ would make
an appliication to the court for the court to summon a shareﬁolders’ mecting. It is at the court’s
discretion to order this meeting. Assuming the court orders a sharsholders’ meeting, the scheme
must be a’.ppfoved by a majority in number of those voting, and 73% m valﬁe of the membersl
voling. Assuﬁling this appro?al is attained, the scheme then requires the sanction of the court at
its discretion and is effective once the court order sanctioning the scheme has been dehiversd to
.the Registrar of Companies. |

Shareholders accepting E.ON’s offer to purchas&; Powergen's shares will have the option
to receive loan notes to be issued by B.ON instead of some or all of the cash ;::onsideratior_l to
which they otherwﬁe would receive. The loan notes will be issued in multiples of 1 and
fractional entitlements to loan notes will be distegarded. The loan notes will beellr iﬁterest ata
rate of 30 basis points per annum below the six months sterling depesits LIBOR p.ayable six
months in arrears. The loan notes will be transfcrable; but no application will be made for them
to be listed or dealt in on.any stock exchaﬁge. After six months after the date of issuanpe, the
loan notes will be redeemable, in whole or in part, on any interest payment date. Any loan note
not previously repa:id, redeemed or purchased will be repaid in full on the first interest payment

date falling on or after the fifth anniversary of the date of issuance. This loan note altemative 13

10



within E.ON’s discretion unless the aggregate shareholder elections for loan notes excesd 25
million. The loan notes will not be registered under the Uruted States Secur_ities Act of 1933, as
amended, or under any relevant securities laws of any state or district of the United States and
Wﬂl not be registered under any l;elevant securtties laws of any other country. Piccordingiy,
unless an exemption undef such Act or laws is available, the loan notes may not be offered, sold
or de]ivered, dirsctly or indifectly, in or into the Unite;:l States, Canadé, Australia or Japan.

15.  Upon LG&E Energy’s merger with a subslliciiary of Powerggn, .PoWergen and the
intermediate companies between Powergen and LG&E_Energy became registered public utility
holding companlies under PUHCA, and LG&E. Energy, LG&E and KU became part of
Powergen’s registereci holdmg company syster. KU, by virtue of its gwnersﬁip of an interest in
Electric .Energy, Ine., remained a holding company, exemj:t from registration under PUHCA.
Following the acquisition of Powergen by E.ON, it 15 expected that E.ON will itéelf become a
registered public ﬁtilit}lx holding company under PUHCA and that LG&E Energy, LG&E and KU
will become part of E.ON’s registered holding company systexﬁ. KU, by virtue of its ownership
interest in Electric Energy, Inc., is expected to remain a _holding company, excmﬁt from
registration under PUHCA. After the acquisition, the Commission \%fiil have the sa;me
ratemaking and regulatory authority to regulate the rates and services of LG&E and KU as it did
before the acquiéition. The acquisition will have no effect on LG&E’s or KU's contracmai
rﬁ:lationship with or ownership interest i the Ohio Vaiiey Electric Corpdration, and no effect on
KU’s centractual relatioﬁshjp with or ownership interest .in Electric Energy, Inc. LG&E will
continue in existence as a corporation organized under Kentucky law. KU wiil continue in

existence as a corporation organized under Kentucky and Virginia law.

11



16. - Closing the offer 1s subject to a nufn‘oer of other conditipns as well,
It is subject to approval by the Virgima State Corporation Commission, and such
- regulatory approval as may be required by the Tennessee Reglulatory Authority.

App licants must receive apprbw'ai of the acquisition from- the_ Federal Energy Regulatory.
Commussion (“FERC”).

Applicants must receive approval by the United States Securities and Exchange
Commission (“SEC”), after which EON expects to register with the SEC as ﬁ holding company o
under PUHCA. As LG&E Energy, LG&E and KU are today part of Powergen’s registered
* holding COMIpATY under PUHCA they also will be a part of E.ON’s registered syétem under

PUHCA. Neither their on-going operations nor their stat‘e:' regulatory authority will be affected. .
For example, Applicants ﬁfiﬂ continue to-utilize a service company (“LG&E Energy Servi'ces,
Inc.”) to provide LG&El and KU with édministrative, managemént and support services pursuant
to the Service Agreement. However, as a result of becoming a registered holding éompany
under PUHCA, it 1s anﬁcipatecl that B.ON will be reqﬁire-d to divest itself of certain non-utility
* operations, including spe:cialty chemicals; and real estate subsidiaries.

A filing under the Hart-Scott-Redine Antitrust Improvements Act of 1976 will be made,
but Applicants do not believe the acquisition implicates any profision of the federal anfitrust
laws, .

A filing under the Exon-Florio provision of the Defense Prloduction'Act of 1950 will be
made, although Appﬁcaﬁts do not believe tﬁat the acquisition will affect national security
interes:cs or that any action wiil be taken under that statute,
| Copies of the filings noted herein will be filed with this Commission when or shortly

after they are filed with the other commissions or agencies.



In addition, the acquisttion requires clearanﬁe by the European Commission under the EC
Merger Regulations and confimmation from the Office of Gas and Electricity Ma.rkets m the
© United Kingdom. |

Because the Applicants will undergo the aforementioned approvals, the acquisitioﬁ will
be in accordance with the law. | |
V1.  The Proposed Acquiéition is for a Proper Purpose.

17. .. As. a.- result of the -previous.merger between Powergen and LG&E Energy',. LG&E

| Energy, LG&E and KU became part of a much larger enterpnse wélkpésitioned to both serve
LG&E’S and_KU’s customets in an evei;-changing_ energy environment- while maintaining.thé
historic connections between both LG&E and KU and the comﬁmn_itiés they serve. As a result
of the previous merg'er, LG:?;E and KU have been able to continue to.meet their commitments to
their custbme:rs, the community and to the Commonwealth as a whole. }.Iowe\el'er, as a resuit of
the expense of both fhe LG&E merger and Powergen's earlier al.cquisitions within the United
Kingdom, Powergen has found it difficult to expand its U.S. presence as quickly as it wishes.

18.  Following the acquisition of P@wergen; E.ON will be the largest inv.e.stor-owne.:d
utility in the world. E.ON will have available resources of up to 50 billion (approximately $45
billion é.s of Apﬁl 6, 2001) with which to continue to pursue its overall strategic goals. E.ON, as
does Powergen, sees its greatest potentlal for g Drow“[h in the Midwestern United States, an area
with greater energy demand than Germany and France combined. Wlth its available resaurces,
E.ON intends to pursue additional utility acquisitions mmn Burope and the United States,
particularly in the Midwest, Louisville will continue to be the center of the U..S_. energy
operations of ‘the combined.group.- Louisville will provide a p.latfonn\ on which to build

profitable future growth in the attractive Us. utility markets. As a result of E.ON’s acquisition



of Powergen, Louisville will more rapidly b;ecorne an integral part of a larger and stronger U.S.
en'ergy presence than would be the case 1f Powerg;en were to pursue its intended acquisitions
only with Powergen’s available resources.  Pursuit of these stratégic goals will enhance
gconomic development in Kentucky.

19, E.ON; as is Powergen, is firmly committed to maintaining and supporting the
relationships between LG&E, KU and the communities they serve. Following the acquisition,
KU will continue to maintain its presenbe in Lexington, Kentucky, and LG&E 'ﬁnd LG&E |
Energy will continue to maintain their headquartﬁS' i Lowsville, Kentucky. E.ON fully accepts |
and agrees to Powergen’s cornmitments ordered by the Commission in Case No. 2000—095,
including Powergen’s obligation to maintain these headquarters in the Coﬁmonwealth for ten
- years. As part of the lﬁrger entity with the ﬁﬁancial resources o pursue growth opportunities,
Louisville, Kentucky will be an integral part of an even larger U.S. energy presence. -

| 20.  The acquisition will ensure that LG&E and KU remain part of a merged entity
with the size and resources to continue to grow, and the experience and expertiée to succeed in
thc.rapidly evolving energy industry, LG&E aund KU will continue to be régulated utilities
sub-ject to this Commission’s jurisdiction, with continuing emphasis on serving their customers.
Fuﬁhemore, as E.ON acquires additional utilities in the Midwest there will be opportunities for -
the same sort of savings and synergies that resulted from KU’s then holding .company’s merger
into LG&E Energy. Additionally, there is a reasonable possibility of customer benefits through
such shared savings. These statemients are being made with the t;nderstanding that E.ON adopts
Powergen’s position. to discuss with the Commission the issues of whether there would be any

synergies resulting from that merger that could be appropﬁately shared with Kentucky

14



.ratepayers. The acquisition will thus serve the interest of LG&E’s and KU’s customers, their
communities and the Conunom{ealth as a whole and s, theref_orel, for a proper purpose.
ViL Curpbrate Structure and Regullatio.n Fulloﬁing .'the Acquisition,

21.  After receipt of all necéssary regulatory approvals and satisfaction or waiver of
other conditions to the completion of the proposed acquisition, Powergen will be acquired by
E.ON and will become a Wholly-o_Wned' subsidiary of E.ON, Follbwing the completion of the
propoéed transaction, LG&E Energy, LG&E aﬁd KU will survive the acquisition and eachi will
retain its separate existence. Uplnorll completion of the proposed acquisition, LG&E Energy, either
directly or throﬁgh various intermediate companies, will become 2 fully owned &ﬁd' controlled
subsidiary of E.ON, and LG&E and KU will remain directlly owned first-tier subsid_iaries of
LG&E Energy :Logether with LG&E Capital Corp.,, LG&E Energy Marketing, Inc., LG&E
Energy Services, Inc. and the LG&E Eﬁergy Foundation, Inc. There will be no change in the
corporate structure of LG&E Energy; 6r of LG&E or KU. E.ON will own Powergen as a
subsidiary either directly or via wholly-owned intermediate clompanies.' Holders of Powergen’s
ordinary shares will not 5ecome holders of E.ON shares, but eacﬁ ordinary share of Powergen
will be converted into the right to receive  7.63 each ot apprci}-cimately 31 1‘-00 or equivaleﬁt loan
notes. The preferred stock and debt 'obiigati_ons of LG&E and KU will not be changéd,.
converted or otherwise exchangec_{in the acquisition and will continue to be the respective
obligations .of LG&E and KU following the acquisition,

22.. E.ON .attache.s great importance to the skills and experience of Powergen’s,
LG&E fnergy’s, LG&E’s and KU’s existing managers and employees, Upon completion of the
proposed acquisition, Powergen will operate as a separate subsidiary of B.ON. Powergen’s

management team will be responsible for the developmenf and operation of E.ON"s Anglo-
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American energy business under consideration of E.ON’s overall group strategy. The Board of
Directors of eéch subsidiary and the.ir corporate officers will continue in office unless and until
the respective Board determines otherwise. Victﬁr A. Staffieri, President and Chief Executive
Officer of LG&E Energy, will serve as an executive director on Pﬁwergen’s Board. LG&E .
Energy will continue as a separate Kentucky corporation with two direct operating utility
subsidiaries;: LG&E and KU. LG&E will continue its separate corporate existelnce, ﬁperating
under the name “Louisville Gas and Electric Company,” KU will.continue its separate corporate

~ existence, operating under the name “Kentucky Utilities Company.”

23,  LG&E audl KU will- continue tlo function as public utilities subject to -the
-rcguiétory juris'diction of this Commission and, as to KU, the Virginia State Corpprationl
Commission, and, to thé éxtént fequired by applicable _taw, tﬁe Teﬁnessee Re.gulatory Authority.
The FERC will continue to régulate LG&E’s and KU’s transmussion services and wholesale rates
as before the acquisition. LG&E Energy will continue to own and operate 1ts non-jurisdictional
subsidiaries consistent with this Clommi’ssion’ls approvals in Casé No. 89-374; mcluding those
subsidiaries engaged-in leasing and operating Big Rivers Electric Corporation’s facility as
approved by.this Ccmmiséion in Case Nos. 97-204 and 97-267.

Holding Elompggy. &ggigtgaﬁ-on Under PUHCA

24. - As stated earlier, sﬁbject to SEC approval of the acquisition, E.ON is expected tb
register as a holding company under PUHCA. As a registered holding company, it will be
subject to various statutory and administrative requirements under PUHCA, .inclucliing the
possibility that divestment of non-utility assets may be reqﬁired. As is the case with the current
Powérgen hoiding company, the SEC will have jurisdiction over the registered holding company

and will, among other things, place certain restrictions on affiliate-transactions, including the
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holding companies’ ability 1o pro_vide services to the utility operating subsidiaries, and the
allocation of costs to and from ufility operating companiés within the holding company structure,
However, since LG&E Energy, LG&E_and KU to&ay operate as part of Powergen’s registered
holding company, they will after cbﬁsurnmation be a part of E.ON's regiétered holding company
'- uncier PUHCA. There will be little if any change in Applicants’ operations, or the manner and
exercise of the Comis-éion’s Junsdiction o{fer LG&.E and KU Furthermore, the Applicants will
agree to the commutments and conditions set forth in Appendices A and B to the Commissiofi’s
Order of May 15, 2000 in Case No. 2000-095,
25. The previous registration of Powergen and its .subsidiary- companies under
PUHCA has Impesed a number of restrictions on their operations. Registration of -E.ON will
“impose similar restrictions on E.ON, These restrictions will include a requirement that the SEC
approves in advance certain securities issuances, séles and acquisition of utility assets in th.e u.s,
and acquisitions of other bu'sinessés. In addition, PUHCA Limits the ability of registered holding
companies and their subsidiaries to engage in various businesses. Generally stated, PUHCA
limits a holding companies’ activities to utilities operations, activities needed to support uitiity
operations, energy-related businesses, exempt wholesale generators, foreign utility companies
and telecommunications. As a result of registration, H.ON anticipates that it will be requireq fo |
divest various non-utility operations. Howe\;'er, Applicants do not-expect that any additional
restrictions will be placed on the activitie§ of Powergen, LG&E Energy, LG&E or KU.

VIII. Following the Acqmsltlon, LG&E and KU Will Have the Abilities to Provide
Reasonable Service. :

26.  Following the acqusition, the customers of LG&E and KU will continue to
receive the same high quality energy services and 1o do business with their respective utilities as

before the proposed acquisition. E.ON has the same level of commitment to high quality
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services that Powergen and LG&E Energy have and will fully support the LG&E and K17 track
record for service. As a résult, LG&E and XU will continue to be highly responsive to customer
needs. LG&E will remain i Louisville, Kentucky and will maintain a substantial preseﬁce n
Louisville and t'hrou-ghout. LG&E’s service territories. KU will maintain a presence in
Lexington, Kentucky aﬁd KU will maintain substan-tial presence throughout its service territory
in order to conduct its statewide operations. LG&E and KU will_. continue to- operate through
regional offices. with local service personnel and line crews available to respond to customers’
' needs. | |

27, LG&E and KU will continue as direct subsidiaries of LG&E Energy and will
continue to have th‘e; financial, technical and managerial abilities required to provide high quality,
relizhle service consistent with their statutory obligations to provide reasonabie service.

.28.. Following consummation of the acquisition, the Boa‘rd of Powergen will be
chzﬁred by Ulrich Hartmann, the current Chairman and CEG of E.ON, with Nick Baldwin of
Powergen as Cluef Executive. B.A. Wallis will be Deputy Chairman éf the Powergeﬁ Board.
Thers will bé three Executive Directors: Peter Hickson, Victor A. Staffieri (President and CEO
of LG&E Energy), as well as 2 relﬁresentative of Powergen’s United Kingdom business. Thefe
.wi’ll be three additional members from E.ON and two independent directors based in the United
Kingdom. It is not anticipated that there will be any changes in the management ot Boards of
Directors of LG&E Energy, LG&E or KU unless and until their respective Boards determine |
otherwise. Additionally, E.A. Wallis wiﬂ joiﬂ the Supervisory Bbard of E.ON Energie AG and
Nick Baldwin will join the Management Board of B.ON Energie AG.
| 29. | BE.ON recognizes that it is vital to preserve the heritage of the relationship that

LG&E, KU and the Commonwealth have built, _and continue the charitabIef’civicfeducational
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process that is of critical importance to the Commonwealth. E.ON agress to continue the
agreement that Powergen has made ~ namely, to make, or cause LG&E and KU to c.ontinue to
ﬁlake,_ annual charitable and community contributions to the communities they serve and
otherwiée .maintain ‘a substantial level of involvement in community | activities 1n the
Commonwealth comparable to prior annual levelsl of charitable contributions, community
devéiopment and related activities ca&ied on by LG&E and KU prior to the mergef of Powergen
apd LG&E Energy. B.ON acknowledges that the primary purpose of the LG&E Energy
Foundation is to supp,brt charitable causes in LG&E’S. and KU’s service territories, and B.ON -
will ensure that, following the acquisitién, it continues_to Support charitable ;auées in such
service territories. The Foundation will remain under thé control of the Board of Directors of
LG&E Energy, .and the Foundétion’s Board of Dir_ectc:rs will consist, in majonity, of emplayees
kno.wledgeabke of community interest within the service territories of LG&E and KU.

30, LG&E and KU will. continue to support economic devalopment.. within the
communities they serve and throughout the Commonwealth. Each currently works closely with
state and. local econemic development agencies to attract and retain businesses and jobs in the
Commonwealth. E.ON recognizes and égrees that 1t is important that these activities continue.

| [ ]tilitv. Accounts and Affiliate Trangactions

31.  Following the acquisition, LG&E and KU will cr_;',mntinue to operate as public
utilities, will keep their respective books and records aﬁd will nia.ké accounting entries according
to the Uniform System of Accounts. LG&E Energy Services’ costs will comply with the SEC’s
essentially identical system and will render appropriate reports in the same manner as they do
now. Payment f'mI" the Powergen shares will not be recorded in the books of Powergen, LG&E

Energy or its subsidiaries, none of which will incur debt or issue equity to fund the purchase.
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After the acquisition, Powergen, LG&E Energy, LG&E and KU will continue to adhere to the
applicable conditions described 1 the Comrnission’s O_rders in Case Nos. 89-374, 10296, 97-300
and 2000-095, including but not limited to reperting requirements and access to the.books. and
records of dther affiliates and subsidiaries engaged in transactions with LG&E and KU,
IX. The Acquisition is Consistent Wifh the Public Interest.
32, In the previous merger betwesn LG&E Enefgy and Powergen, the Applicants iﬁ
Case No. 2000-095 stated that as part of a larger, stronger entity with an international presénce, '
LG&E and KU would be better abie to withstand the impact of increased competition and
mdustry change and better able to ensure that their customers received the benefits from their _
_combiﬁed opelration_s. .Kentucky ratepayers may alse be able to _beneﬁ't from possible future
savings obtained by E.ON which result from the acquisitions of additional contiguouns utilitigs.
This statement 1s being made with the ﬁnderstanding that E.ON adopts Powerg-;-n’s position to
discuss with the Commission the issues of whether there would be any synergies resuiting from
the merger that could be appropriately shared with Kentucky ratepéyers. Like Powergen, E.ON
is commmitted to ensun'ng'thﬁt LG&E and K1J continue to have the resousces and abili.ties not
| only to provide high quality utiljfy services. to their customers, but to continue to contribute fo
therr .communities and to the Commonwealth as a whole. Moreovér, E.ON’S. vast financial
resources will ensure that LG&E and KU remain low cost and reliable service farovidérs, and that
Kentucky and Louisville remain the center for an expanding U.S. enérgy presence. For these
re'asohs, and the reasons discussed in the testimony of Dr. Gaul, member of thé_ Board of
Management of E.ON, Dr. Kenneth Gordon, Special Consultant of National E;onqmic Research
Associates, Inc. and Dr. Paul C.oomes, Professor of Economics. at the Unive'l;sity of Louisville,

the acquisition is consistent with the public interest.



X. Testimony Exhibits. -

The Application is supp-olrted bj' testimony attached in the following Appendices to this
Appiication. Dr. Hans Mic,hael Gaul, member of the Board of Management of E.ON, has filed
testimony regarding the purpose of the a_cquisition an& a number of other issues. Testimony of |
Dr. Rolf Pohli g., Executive \rfice President, Head of Mergers and Acquisitions of E.ON, describeg
E.ON’s financial ability to consummate the transaction and the financial strength of the ﬁlerged
com]jany after the transactiog. Testimony by Dr. J Dhan_nes Téyssen, member of the Management
Board of E.ON Energie AGI, addresses E.ON’S technical abilities with geﬂeration, transmission
and distribution of electric power systems and operation and maintenance of natural gas systems,
as well as E.ON’s experience with retall customers -and operating palicies towards customers. _-
Testimony by E.A. Wallis, Chairman of Powergen, describes the transaction and the purpose of..
. the transaction. Testimony by Victor A. Staffier;, President and CEO of LG&E Energy,
addresses whether the proposed .acquisition is in accordance with the U.S. law, as well as,
describes operations following the transaction. Testimony by S. Bradford Rives, Senior Vice
Presidént of Finance and Controller of LG&E and XU, addresses affiliate {ransactions and the
accounting issués raised by the proposed acquisiti.on, as well as, the Commission's authonty
following the proposed acquisition. Testimony by Dr. Kenneth Gordon, Special Consultant of
National Economic Research | Assoctates, Inc., addresses criteria concerning whether the
proposed acquisitioﬁ is in the public interest and applies those criteria to the acquisition of
Powergen by E.ON. T.estimony by Dr. Paul Coomes, Professor of Ecbnomics at the University
of Louisville, addresses whether the acquisition is in the interest of the Commonwealth ;’md its
citizens and discusses the benefits of the alcquisition. Testimony by Michael S. Beer, Vice

President of Rates and Regulatory Affairs, addresses regulatory issues of LG&E and XUJ
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Iollowing the acquisiion. The verified testimonies of the above-mentioned witnesses are
| attached as Appendix K to this Application.

WHEREFORE, Applicants request that the Commission, after hearing, enter a final order
as follows:

. Finding tﬁat, after the acquisition of OWnerSﬁ;lp and control of Powergen by E.ON,
L.G&E and KU will continue to have the financial, technical and lmauagerjal abilities necessary
to provide reasonable sewic;: to their respective custorners, and that the transfer of ownership
and the acquisition of the control of LG&E and KU is in accordance with law, for a proper
purpose and consistent with the public interest pursuant to KRS 278.020; |

| 2. Appfoving the fransfer 'of. the ownership of LG&E and KU through the acquisition
of owlfnershjp: and control of Powergen by E.ON pursuaﬁf to KRS 278.020(4) and (3);

3. Determiming that E.ON, Powergen, LG&E Energy or any..f intermediate company
.between LG&E Energy and E.ON will not, by reason of direct or indirect ownership of stock of
LG&E and KUJ, be a utility in Kentucky as defined 1n KRSl 278.010(3) as they will not own,
operate or manage any facilities used in connection with the generdtion, production, fransmission
and distribution of eléctrioity to or for the public for compensation of own, operate or maﬁage
any facility used in éonnection with the production, manufacture, storage, distﬁbution, sale or
furnishing of natural or ménufactured gas to or for the public for compensation for light, heat,
i)ower or other uses; |

4. éinding that it is in the public interest for LG&E to remain a combination gas. and

electric utility following the consummation of the aéquisition; and -



5. Applicants further request that the Commission certify to the SEC under Section
33(a)(2) of PUHCA that this Comumission has the authority and resources to protect the
ratepayers of LG&E and KU subject to its jurisdiction arid it intends to exercise its authority.

C b Approving the cotporate reovganization following the consummation of the
proposed acquisition of P.owergen by E.ON, which reorganization will cause LG&E Energy to
remain a subsidiary of E.ON but no loﬁger be a subsidiary of Powergen, with LG&E and KU
remaining fi_rst—tier subsidiaries of LG&E Energy.
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